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SOMEONE ELSE’S BOOM BUT ALWAYS OUR BUST:  
Australia as a derivative economy, implications for regions
Abstract
This paper examines the socio-economic impact of mineral and agricultural resource extraction 
on local communities and explores policy options for addressing them. An emphasis on the 
marketisation of services together with tight fiscal control has reinforced decline in many 
country communities in Australia and elsewhere. However, the introduction by the European 
Union of Regional Policy which emphasises ‘smart specialisation’ can enhance greatly the 
capacity of local people to generate decent livelihoods. For this to have real effect, the 
innovative state has to enable partnerships between communities, researchers and industry. 
For countries like Australia, this would be a substantive policy shift.
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Introduction
Australia’s regions have been paddocks and quarries for the world from the earliest days of 
European settlement. Whether wool or gold, meat or grain, cotton or iron ore, the principal 
focus of the effort in non-metropolitan Australia (often referred to as ‘regional Australia’) 
has been to provide raw materials for value adding in other parts of the world. While shaped 
partly by the circumstances of a small domestic population and limited capital base, this 
approach reflects also a cultural perspective that sees Australia defined by a colonial 
mind-set, less able than others to maximise the economic benefits of these resources. It has 
been safer to provide raw materials for others to add value, than to take the risk associated 
with greater returns at home. More seriously, perhaps, at numerous points in national policy 
formation, deliberate choices have been made to reinforce the national economy as one which 
is derivative, rather than one which invents, invests and innovates: it is dependent and 
reactive, rather than leading. The derivative nature of the Australian regional economy has 
led country Australia (which we take to encompass regional, rural and remote Australia) to be 
the object of exploitation, rather than a destination to be valued and developed for the sake 
of its communities. 
A similar analysis in Canada focused on the ways in which ‘staples’ were extracted from the 
environment and how the social relations of a given locality were established in the context 
of such extractive processes. Within staples theory, geographic location determines the shape 
and form of the region that provides the resources, and transportation of the staples out of 
the region becomes a critical part of the economy (Bunker, 1989). Similarly, Australia, like 
Canada, the United States, Argentina and other European colonies, has been described as a 
‘heartland-periphery’ economy. Such economies are evident when a reciprocal relationship 
exists in which the peripheral regions have supplied the ‘heartland’ (the urban centres) with 
resources (staples) while the heartland supplies the regions with cultural, political and 
community infrastructure. Hence, the current Australian Federal Government can position 
itself as an ‘infra-structure’ government, and the Australia Local Government Association can 
promote policies for faster and more efficient methods for getting country products to 
market. This discourse is especially evident in Tasmania, where ready access to markets is 
thwarted by the Bass Strait (Hogan et al 2014a). 
By contrast, there has been only limited priority on building human capital or investing in 
local value-adding such that communities could see a strengthening of their local economy, 
with themselves at the heart of a future Australia. As the priority on transnational economy 
has increased, country-based industrial plant for value-adding has become subject to 
assessment against global rates of return (determined typically in the finance sector); even 
where plants might still be turning a surplus, they have been closed if not providing the 
return on capital that shareholders apparently want. Hence, investment in value-adding near 
the point of production has become less likely, as local rates of return do not match those 
expected by globally active companies. This in turn diminishes labour markets, adding to 
movement away from country towns, and to the dislocation of young people in particular (see 
BITRE 2014). 
Recent work conducted in southern Australia, provides a detailed case study of such 
phenomenon at work (Hogan and Phillips, 2014). While governments readily invest in extractive 
or logistics infrastructure (see for example government investment in mining, Peel et al. 
2014), they decline to intervene, for whatever reason, in structures that would grow the 
local economic flows that are so central to the livelihoods of people living in small rural 
communities. Rather, such communities are left to bear the costs of decline themselves. 
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Social and cultural interests become subordinated to the economic. The understanding 
established in the post-war years, that government would intervene to support those in 
economic and social need (where ‘full’ employment was threatened) has been steadily 
undermined as neoliberalism has taken hold. 
Hogan et al (2014a) have shown that this relationship has become murky over 50 years as the 
peripheral regions have depopulated steadily. More recently, the emerging ‘knowledge economy’ 
has contributed to decline of the periphery with key local services such as accounting, human 
resources, education and health services, newspapers, books and music (just a number of 
examples) being accessed increasingly online with the manifest impact of loss of local 
community, including community capacity. Young people leave for urban areas where higher 
level qualifications are available in new areas of study, leading to occupations that are 
located typically in urban areas. In some senses, this pattern is not dissimilar to that of 
the staple crops themselves: young people, like wheat, are nurtured and come to maturity in 
rural places, to be ‘harvested’ and their value then to be realised in the heartland. Counter 
trends are emerging with Australia witnessing a boom of early retirees moving to country 
areas where they can buy cheap housing and enjoy an enhanced quality of life, but a question 
remains as to whether young families will move to these towns to provide the services that 
older people require. 
 
At the same time, metropolitan centres, ringing the Australian coast, have been able to 
exploit the logistics of transfer from the places of extraction, and construct prestigious 
urban centres of services and wealth. The regions of the hinterland have been exploited 
doubly so, both globally and nationally. Small communities that have forged bonds and 
identity through their common activity as producers are dependent on prices conceived 
elsewhere for their living. As demand fluctuates, prices rise or fall, creating moments of 
boom or bust for regional communities. Politically, socially and culturally, their economic 
and social status has been positioned as marginal, their identities as primary producers 
continue at the behest of others.
Hogan et al (2014b) have shown that government priorities which promote markets at the 
expense of rural people and their communities have exacerbated the impact of an increasingly 
globalised economy on ‘regional’ Australia . A different framing of policy would recognise 
that social and cultural values matter as much as the economic, and would maximise the global 
competitiveness of diverse places through processes which engage the expertise and networks 
of local stakeholders. This would create new opportunities to invest and contribute to local, 
national and global value chains, sustaining livelihoods for all community members (what we 
might have described 50 years ago as ‘full’ employment).
This paper addresses the implications of this socio-economic and policy context for the 
patterns of regional development in Australia. How might smaller rural communities develop 
the means of production to provide for sustained, place-based livelihoods? The paper seeks to 
stimulate debate about policies that would structure society and economy such that everyday 
citizens would be able to make a livelihood for themselves. While Australia provides the 
principal evidence for this paper, the OECD work on regions suggests that these issues are 
not unique to Australia (see OECD 2009). 
‘World’ Class Performers
Australians, in a global context, tend to consider themselves as the ‘other’. The language 
which Australians use to describe their best work as ‘world’ class is indicative of the 
cultural framing of economic and social endeavour. The benchmarks for quality are based 
inevitably on ‘overseas’ criteria. Design is Italian or Scandinavian, engineering is German, 
efficiency is Japanese, marketing is American, and food is Asian (or at least ‘fusion’, with 
European). The ‘tall poppies’ syndrome describes the over-arching unwillingness to 
contemplate Australian distinctiveness and leadership in any field except perhaps sport.
It has a political dimension as well. Australian policy is frequently shaped in accord with 
overseas interests. While this is typically more apparent in foreign policy and defence, it 
has resonated also in manufacturing. As early as the 1930s, the British Government influenced 
directly decisions about whether Australia should support an indigenous aircraft 
manufacturing industry (see Ewer, 2006). Building capacity, both financial and human, for 
public and private investment closer to the point of primary production has been a priority 
only episodically, at best, and not at all in the past 40 years. In that time, the pattern 
has been for international takeovers of the Australian processing plants (dairy, fruit, grain 
and cotton) which farmer cooperatives of various kinds had established. The transfer to 
international ownership has been presumed necessary to gain access to capital and economies 
of scale, only for many to be closed or have their production capability transferred to lower 
cost labour markets (see ).
Ironically, agriculture is one industry where Australian Governments have been aggressive in 
opening and defending markets for Australian produce. The European Common Agricultural Policy 
aroused sufficient ire for it to be a major stumbling block for decades in the relationship 
between the Australian Government and the European Union. More recently, free trade 
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negotiations have given a similar priority to agricultural access more so than opportunities 
for manufactured products. Even here, the support is for the primary produce rather than 
goods which reflected added value.
The focus on primary production and the neglect of sustained focus on local value-adding 
means that regional communities are deeply affected, both socially and economically, by the 
cycles of ‘boom and bust’. Their circumstances have been compounded because the public policy 
promoted by agrarian socialists has been to provide sufficient subsidies to keep people on 
the land (‘basting’ them while they roast), without offering appropriate support or direction 
to promote better understanding of markets, vertical processing and investment opportunities, 
and thereby to develop local capacity (see Rochford 2014).
With tourism which has become a more and more important sector, Australia’s rural and remote 
areas have been able to offer extraordinary experiences for global visitors, especially 
people from Asia, right across the country: ‘untouched’ coastlines and desert, unique fauna 
and flora, and adventure eco-tourism have all been promoted enthusiastically. It is no 
surprise, however, that the sights, accommodation, travel and services standards of resorts 
have been framed largely in terms derived from international comparison, although the rise of 
‘eco-tourism’ has indicated perhaps some fresh and distinctive thinking. While local 
stakeholders might be alert to opportunities to build local capacity and diversify, the 
policy framework and investment opportunities have been targeted at international markets.
Vulnerability in the Derivative Economy
A closer look at these issues suggests a more complex picture than these first few paragraphs 
imply. Hogan et al (2014) have explored the processes of change in rural Australia over the 
past 40 years. They found that externally-focused economic priorities have eclipsed 
completely the longer term orientation of people to land and community, values that have been 
given very short shrift as the forces of globalisation have gathered momentum.  The purpose 
here is to examine how the historical framing of rural life as derivative has left people 
vulnerable, especially when the growing impact of global processes has been accompanied by 
governments abandoning their capacity (and responsibility) to intervene in shaping market-led 
restructuring. Apart from the well-documented demographic shifts, country Australians are 
poorer materially: ‘… the indicators all suggest that those living in rural areas are faring 
worst overall economically, followed by those living in small or larger country towns’ 
(Saunders and Wong 2014, 145).
A recent report by Australia’s Bureau of Infrastructure, Transport and Regional Economics 
(BITRE) indicates that much of the decline in rural inland towns ‘is explainable using basic 
economic theory’ (BITRE 2014, 11). However, our argument is that governments, despite their 
neoliberal rhetoric, intervene constantly in economic processes, actively or otherwise, in 
order to influence outcomes. The failure to recognise and value the importance of people on 
the land in Australia has had disappointing social and economic implications for Australian 
regions. Historically, many small producers, encouraged by governments seeking to reabsorb 
soldiers returning from war, were able to gain decent livelihoods, and establish thriving 
communities. While larger farmers cropped and grazed with an eye to international 
destinations, smaller settlers focused on niche products for metropolitan markets.
As globally-oriented businesses, sometimes corporately owned and managed with greater access 
to capital, became more common, more and more farmers had to invest in new technologies and 
expand the scale of their operations. They became much more dependent on debt and the banks, 
as mechanisation replaced the casual and local labour which had been integral to farm 
operations  -  and to the livelihoods of many country people. Families were unable 
increasingly to sustain more than one family unit, and itinerant workers have become less and 
less common. During the last 40 years, primary producers have been affected by volatile 
prices in global markets, and long-term pressure to achieve economies of scale, thus 
undermining the attractiveness of country living. This kind of vulnerability is insidious, 
and ultimately undermines not only individual livelihoods, but also communities. It 
concentrates ‘the problem’ on individuals and masks the systemic nature of trends which are 
supported, implicitly at least, by policies which marginalise those most affected.
The absence of longer term capacity building for investment in ‘local’ value-adding has left 
country communities vulnerable to global forces with significantly negative consequences. The 
‘busts’, whether from global markets or weather events, have put great pressure on farming 
businesses to service debt, and otherwise sustain production. In this pattern, metropolitan 
Australia has prospered at the expense of country towns.
Of course, there are exceptions. Australian regions are dotted, even in unlikely places, with 
wineries which range from exclusive, boutique operations to mega-processing plants which 
produce wine for global markets. Some represent the most sophisticated of value-adding 
operations. Otherwise, the picture is more fragmented: timber mills, sugar refineries, fruit 
processing plants, which add value close to the point of primary production, have been 
evident by their absence as much as their presence. Recent case studies published by the 
Rural Industries Research and Development Corporation (Hogan and Phillips 2014) highlight 
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this pattern.
In the period after World War 2, there was considerable government incentive for the 
establishment of small to medium manufacturing plants throughout non-metropolitan areas. 
Some, such as FMP Group (Australia) in Ballarat, have evolved to be major parts providers in 
the automotive industry, nationally and globally. Others have continued over time, operating 
predominantly in regional and national markets. However, throughout most of the last century, 
manufacturing which adds value to Australia’s primary produce (whether grain milling, 
textiles and leather, or food production) has occurred predominantly in metropolitan rather 
than country areas, where there has been a ready supply of low and semi-skilled employees. 
From time to time, there has been significant investment in country Australia in the 
logistics infrastructure necessary to transport primary produce to major markets, whether 
metropolitan or international. The Federal Government budget for this work over the next five 
years is $1 billion, continuing the pattern of spending in recent years. Rail in particular, 
but also roads and ports, and more recently air, have been the crucial means by which primary 
produce could get to market. In particular, in recent years, the public and private 
investment related to mining logistics has been huge. While the construction phase provides 
an initial increase in employment, much of the subsequent activity does not offer ongoing and 
viable livelihoods for people in country Australia, as ongoing operations depend on 
relatively few local employees. The evidence is that investments in infrastructure that are 
not linked to the development of human capital have an increased risk of failing to create 
sustainable economic flows (OECD 2009). Elsewhere, this process has been referred to as 
de-coupling economy from local society or ‘by-pass’ economics (Hogan and Lockie 2013). That 
is, significant economic investment may occur in a region but the expenditure and resultant 
flows either by-pass or fail to create local economic multipliers. 
Generally in country Australia, there is a widespread sense of disappointment about loss of 
people, and the undermining of social relations and the activities which knitted people 
together. Local sporting teams have disappeared, whole leagues no longer exist. A recent 
report suggests that people living away from major cities in Australia no longer feel they 
are part of a greater Australian narrative (Walker et al. 2012, 9).
The Implications of Vulnerability
The ‘derivative’ economy, then, has severe social and economic consequences not only for 
individuals and families, but also communities and the nation. Country Australia faces a 
number of distinct, yet interrelated challenges, each of which becomes more urgent as the 
pace of absorption of country Australia into a globalised economy intensifies. Examples of 
these challenges include:
a social and cultural context characterised by a loss of social as well as built structures, 
an outcome  that augurs very poorly for the future viability of the livelihoods of people who 
live in ‘in the bush’; 
the loss of ‘place’ as a focus for policy, as increased attention is given to global markets 
and logistics rather than local economic flows; and
the privileging of the practice of ‘cargo labour’, which has negative implications for the 
social fabric as well as the sustainability of towns in affected areas. For example, Fly-in, 
Fly-out (FIFO) and Drive-in, Drive-out mining camps are marginal to regional communities – on 
the outskirts to service mines. Much of the purchasing and products for the camps do very 
little good to local economic development because they are outsourced from urban centres. 
This trend deliberately reinforces the decoupling of local community from economy , even to 
the extent of implementing terms and conditions derived from overseas low cost labour 
markets. 
In the longer term, where Australia seeks to promote low cost, high volume industries such as 
horticulture in remote areas of Northern Australia, its global profitability will depend 
either on importing low cost labour from third world countries, on employee contracts with no 
accountability to local conditions, and/or an entirely mechanised labour process. Such 
processes will provide little benefit to local people living in northern Australia. 
While some city-regions are flourishing, many towns and communities continue to decline. 
Ironically, the mining areas which offer great pay struggle to attract workers, let alone 
those whom might want to settle in the adjacent areas. Unlike the gold rush era, which led to 
grand provincial cities which continue as prominent city-regions of today (Ballarat, Bendigo, 
Kalgoorlie, for example), this era of mining is focused on short-term extraction and sale. 
Efforts to build cities and communities, even in the Pilbara, struggle in the face of the 
derivative outlook: the only focus of the mines is extraction for foreign markets. In this 
perspective, there is no future for people who might contemplate settlement, and nor, it 
would seem, is there intended to be.
Taken together, the three examples of challenges point to the increasing dominance of rural 
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industries by large enterprises. Some do continue as ‘family farms’ or perhaps as boutique 
wineries, but whereas at one stage, there might have been ten farms to a single lane, now 
there is one. Increasingly, large corporate interests own rural production, and farming 
decisions are business decisions, heavily dependent on sophisticated technologies and 
supported by agricultural consultancies of one kind or another as a rural service sector 
emerges. Cost structures now look very different for farmers, other businesses and services, 
and for public services. To be viable, producers need to be running a business with turnover 
in the order of $500,000 per annum (BRS 2008).
From some quarters, this is acclaimed as a result of agricultural efficiency: farms no longer 
need the additional labour of years gone by. Similarly, rural services have been managed not 
only through branch closures but through more efficient production processes. Productivity 
and quality (in some cases) have increased at the same time as costs have diminished. 
Ironically, as employment opportunities have diminished significantly and people have moved 
to regional cities and metropolitan areas, skilled agricultural workers have become harder to 
find. Different forms of agriculture are increasingly specialised, even professionalised, and 
lifting production output has been constrained by the lack of a workforce with appropriate 
skills. 
These challenges for country regions highlight a core policy question: do people and 
communities exist to support economy (and generate unequal wealth), or does the economy exist 
to serve social purposes and provide livelihoods for all members of society, whether urban or 
country? Moreover (and as depicted in the theoretical diagram below), a critical question 
facing many rural communities is the trade-off that will be tolerated between livelihood and 
efficiency. That is, what is the public policy objective in balancing the capacity of a local 
economy to provide livelihoods for its people, with optimising the potential for economic 
growth and productive efficiency for globally oriented industries that employ few people and 
return very little to regional economies. As efficiency has increased, the quality of 
livelihood (material and social, see Dwyer et al 1984) has diminished (University of Canberra 
2014). The circle at the centre of the diagram highlights a tension between the two competing 
goals that must be reconciled: the drive for increased efficiency, and the recognition that 
livelihoods matter.
(Insert Figure 1 about here)
This is the policy challenge that governments can and will need to address. It is challenging 
because it implies a complete rethinking of patterns of investment. On the one hand, economic 
development of Australia’s regions has to refocus on value-adding at the point of production, 
in order to bring more revenue into country areas, to diversify markets and to broaden 
occupational and skill opportunities. On the other, the social ‘infrastructure’, the fabric 
of interpersonal relations, in country areas needs support as communities come to terms with 
their local challenges, and look to engage with confidence in shaping their place in the 
national and global world. 
Can we establish a framework which reasserts the importance of balance between efficiency and 
livelihood? This is not a utopian prospect, especially so when the patterns of globalisation 
are in such flux. The increasing priority on bilateral free trade agreements illustrates the 
key role that government can play in shaping markets, as the irony is that these agreements 
are never ‘free’. In this circumstance, the increasing integration of Australian industries 
into a global economy poses new opportunities as well as difficulties. Global value chains 
become more open and accessible, and digitisation radically reshapes the previous constraints 
of time and space. How might these opportunities unfold? How might new policy develop? 
Putting it directly, governments need to consider a policy framework which no longer 
privileges markets, but establishes new conditions for market operations. This is not a 
radical position; there are already many ways in which governments frame markets. Rather, the 
challenge is to harness markets in support of stronger local economic processes in country 
areas.
However, as the policy settings are developed, governments will increasingly need to give 
credence to the Piketty’s recent documentation of the fact that simple reliance on market 
mechanisms does not ‘float all boats’. There is a critical role still to be played by the 
state in ensuring economy meets the needs of society (see Piketty 2014).
A Globalising Context
While ‘globalisation’ has been used loosely to describe the dramatic shift in orientation 
that has occurred in the relations between states, corporations and people over the past 
20-30 years (associated particularly with the ‘pervasive and generic’ fusion of information 
and communications technologies), other terms such as ‘Knowledge Economy 2.0’ and the ‘fourth 
Industrial Revolution’ have been coined to capture the essential features of contemporary 
social and economic relations. These developments have transformed, or are in the process of 
transforming, most aspects of most industry sectors. The collapse of space and time, 
resulting from ongoing advances in information and communication technologies, means that 
opportunities for access to real-time information, communication and management are now taken 
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for granted in most sectors. This has facilitated the segmentation of value chains across 
place, threatening many city-regions with the risk that activities and jobs will move 
quickly, but also opening opportunities for participation in new value chains (OECD 2013).
Central to globalisation has been the increased possibilities for mobility of capital, 
labour, goods and services, and people, within nations but also internationally. Equally 
important, has been the apparent reliance on markets for determining their price (and hence 
value), and the implicit victory of capital (hence capitalism) over other political projects 
which had placed primary value on people, localised livelihoods and democratic processes. 
However, the operations of markets for Australia’s primary producers have been less than 
transparent. While the theoretical nature of how prices are set for products (supply versus 
demand) is well-understood, the factors shaping the price to the producer are not necessarily 
as clear. Price-setting is a complex process and distortions occur when markets are less than 
competitive, for whatever reason. Price depends on both the capacity and willingness of 
consumers to pay, and this is influenced as much through marketing as by the costs of 
production. Less apparent also are the opportunity costs; this is where the possibilities of 
local value-adding come into play. While a greater initial investment might be required, 
there are a range of advantages which accrue from retaining greater control over more links 
in the value chain, and being able to set different prices at intermediate stages. The 
benefits in reduced unemployment, less reliance on welfare, improved health and education 
outcomes (direct or indirect costs borne by government or by individuals and families) could 
reorient a cost-benefit analysis in favour of local value-adding very significantly.
In the global economy, transparency has been reduced by the increasing dispersion of 
production processes, as corporations seek to maximise use of plant, equipment, expertise and 
price in different locations to provide goods for global markets. ‘Sovereign’ states are no 
longer so readily in command of even the political let alone economic, social and cultural 
processes in which their citizens participate. Nevertheless, governments continue to act as 
significant influences on the nature of global processes, and the operation of markets. When 
they become involved in subsidising prices, as with hearing aids for example, dramatic rates 
of profitability can be achieved. When they elect to encourage reduced prices for primary 
produce, through whatever strategy, they share in the responsibility for the consequent 
threat to farmer livelihood.
Notwithstanding the remarkable growth in online activity, Australia’s geopolitical 
circumstances pose distinct problems in persuading potential investors to pursue 
opportunities to support country ventures which add value locally. Local markets are 
comparatively small, and urban populations are concentrated on the coastal rim. While moving 
goods has become easier and cheaper, transport costs are still expensive. This places a 
premium on quality if the goods are to compete in northern hemisphere markets. The 
fluctuating value of the dollar places added pressure on government and corporate willingness 
to ‘value add’ when the first hurdle is the cost of ‘getting to market’.
 A New Policy Agenda
A new policy agenda is required for Australian governments to arrest the implications of the 
derivative economy. Globalising processes are growing in significance, but governments 
continue to play an important role. Two immediate examples can be given of their role in 
setting frameworks for their citizens’ livelihoods, and for commercial activity. The first is 
the search for clean and efficient energy usage. Different approaches to reducing carbon 
emissions, and promoting alternative sources of energy such as solar or wind technologies  
can have significant implications for country Australia, and become a focus of investment and 
innovation. Secondly, labour standards, quality of working life and access to decent 
livelihoods are shaped also by government policy. There is recognition that increasing 
polarisation in wealth has very negative implications for individuals, and communities and 
nations (see Wilkinson and Pickett 2009). As governments abdicate responsibility for ensuring 
decent and fair social outcomes, a spiral of discontent and malaise can ensue.
While the sovereign debt problems in Europe have led to deeply destructive austerity 
programs, there is growing evidence which recognises the crucial role of the public sector in 
determining how global patterns of investment, innovation and trade will be shaped over the 
next decade or so. Mazzucato (2013, 193) has summarised this neatly:
In seeking to promote innovation-led growth, it is fundamental to understand the important 
roles that both the public and private sector can play… The assumption that the public sector 
can at best incentivize private sector-led innovation (through subsidies, tax reductions, 
carbon pricing, technical standards and so on), especially but not only in the face of the 
recent crisis, fails to account for the many examples in which the leading entrepreneurial 
force came from the State rather than from the private sector.
Similarly, global developments have prompted rethinking about the priority that should be 
placed on policy initiatives for regions. The OECD (2011, 3) has observed that:
Local factors matter for national sustained growth. Around 40% of OECD GDP, employment and 
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population growth in the past 15 years are largely due to a small number of regions (the 10% 
top performing regions). The importance of economic agglomeration for growth is an 
established fact. However, data show that the pace of growth has slowed in many large 
metropolitan regions in OECD countries, while predominantly rural regions grew at a faster 
rate than predominantly urban regions in the past 15 years, narrowing the gap between urban 
and rural areas in some countries.
While noting the importance of multiple factors in explaining these trends, the OECD draws 
attention to labour market policies and institutions, particularly the efforts of many 
regional and national government to invest in education, skills and innovation. Their 
analysis builds on data drawn from the 1999-2007 period to examine the implications of the 
2007 financial crisis. While over three quarters of OECD regions experienced employment 
decline, the more resilient regions were those which had larger increases in qualified labour 
prior to the crisis (2011, 6). Differences were often greater amongst regions in the same 
nation, rather than across nations generally, demonstrating that a policy agenda focused on 
regional development rather than national parameters is likely to be more useful.
The critical policy issues are how regional assets are defined and recognised, how they are 
interpreted in relation to global processes, how investment is targeted, and how different 
stakeholders become engaged in the innovation process.
Evidence of this is provided by analysis of the factors that drive growth: for example, 
infrastructure investment is effective when combined with other forms of investment, notably 
in education and skills. For innovation, it is not simply the number of researchers or the 
level of R&D investment that count, but how the innovation system as a whole functions. This… 
suggests a role for public policy in ensuring that growth is maximised from the assets 
present in a region. The market does not achieve this alone. (OECD 2009, 3).
Most interesting in terms of policy implications for regional governance is the work which 
the OECD has undertaken with the European Union on the nature of global value chains, as they 
cross national and regional borders. Their analysis is that the fragmentation of production 
means that the relevant unit is not the industry or sector but the specific activity within 
the value chain (such as design, procurement, manufacturing or marketing). This has led to 
specialisation in specific functions, which can compete in several sectors, rather than in 
specific industries themselves.
The European Union has acted on this analysis with a policy framework which has encouraged 
regional stakeholders to identify place-based knowledge assets which can contribute to new 
activities, rather than giving priority to particular industry sectors. Characterised as 
‘smart specialisation’, a bottom up process of ‘entrepreneurial discovery’ enables 
stakeholders to share information and identify new market opportunities. These become the 
basis for public investment in research and development and knowledge to support innovation 
related to those key activities (see OECD 2012). ‘Smart specialisation strategies’ have 
become central to the implementation of Regional Policy in the 2014-2020 budget period, as 
every region seeking innovation funds under this program will need to have developed a smart 
specialisation strategy. 
The New Policy Agenda in Australia
Based on the OECD analysis, it could be expected that the lagging regions in Australia offer 
the more significant opportunities for growth. Of course, over the last decade, 
non-metropolitan regions with mining have been a major source of growth. Even here, however, 
Australia has operated still as a colony: take the resource, add no value, move through, and 
reap the rewards overseas and in the urban heartland. The choice to use a mobile workforce 
confirms the priority of short-term exploitation; ‘communities’, in the form of basic 
dwellings, will exist only for the period of extraction, and then be removed. 
If OECD insights are to be taken seriously in Australia, there are a number of specific 
public policy implications. These include an explicit focus on:
1.investment in human capability for the longer term, not just to meet immediate skill 
‘shortages’;
2.sponsoring processes of ‘entrepreneurial discovery’ in regions, in order to identify local 
resources and knowledge assets, and the productive economic activities in which they are or 
could be embedded;
3.encouraging detailed investigation into global value chains in which these assets could be 
competitive, and the conditions that would need to be satisfied for this outcome to be 
achieved;
4.investment in the innovation processes necessary for the competitive possibilities to be 
realised; and
5.establishment of framework/s for appropriate regional governance, linking the 
entrepreneurial discovery stakeholders with local democratic institutions.
What stands in the way of these public policy injunctions being implemented in Australia’s 
https://eprints.qut.edu.au/secure/84800/5/Someone else's boom our bus...
7 of 10 29/11/2016 10:13 AM
peripheral regions? Notwithstanding Australia’s membership of the OECD, and the OECD’s 
reputation as a “rich nations’ club”, it might be that Australian governments’ underlying 
reliance on a neoliberal perspective constrains any initiative in which the public sector is 
seen to lead or to favour communities rather than industry. Furthermore, policy-making is 
‘heartland-centric’: decisions are made in the urban centres and exported to the regions. 
There have been approximately ninety ‘structural adjustment’ packages in 2000-2012, with very 
little change to the structural conditions of the economy, and only limited investment in 
growth industries (see Beer 2012).
Another obstacle, in many cases at least, has been the actions of globally significant 
corporations which have ‘invested’ in regional businesses. Putting this bluntly, why did Coca 
Cola Amatil, for example, purchase SPC Ardmona, in February 2005? SPC and Ardmona were both 
established by fruit growers, SPC in 1917 and Ardmona in 1921. Both developed their 
operations steadily over the subsequent 80 years, both innovating in various ways, and 
merging only in 2002, in order to consolidate their capacity to compete with ‘low cost and 
subsidised international competitors’ (see http://spcardmona.com.au/).
Coca Cola Amatil is primarily a drinks producer, with its origins as British Tobacco. While 
the answer to the question about its reasons for the takeover is unclear, there has been a 
common pattern in Australia of small local manufacturers being bought by national or 
international companies that then close operations, not necessarily because they are not 
viable, but because they do not deliver the rate of return necessary to satisfy global 
shareholders’ expectations. Because public pressure prompted, even legitimated, public sector 
intervention, the SPC Ardmona story seems likely to have a happy ending, at least for the 
next five years. However, more generally, questions remain about the expectations which 
country city-regions are entitled to hold of global companies. Few invest in country 
city-regions in a way which sets longer term economic multipliers in place. 
Perhaps, however, the problem is cultural, insofar as the ‘heartland’ is yet to recognise the 
circumstances of the periphery, or to believe that it can shape the terms of regional 
participation in global economic processes. Of course, the impact of globalisation in rural 
and remote areas is becoming felt also in larger city-regions and urban areas. The recent 
decisions by global car manufacturers to reduce their presence in Australia significantly are 
a case in point.
There is occasional rhetoric about trying to build strong regions but three issues, crucial 
to success, are yet to be addressed adequately in public policy:
the substantive role of city-regional ‘capitals’ in developing sustainable regional 
communities, especially when the notion of scale of distance is so different in Australia, 
when compared with Europe or almost anywhere else. This alludes to issues of regional 
governance in Australia, and of getting some fit between administrative and political 
borders, and functional economic regions;
b)building better understanding in city-regional areas about their intersection within global 
value chains, on the one hand, and increasingly mobile labour markets on the other. Being 
able to see the relevance of place and opportunities for innovative production is crucial to 
city-regions being able to build capability for value adding; and
c)city-regional social and economic development that builds strategic relationships between 
industry, researchers and local communities. 
Regions clearly differ, not least in their resources and knowledge assets, such that no one 
set of policies will be appropriate to all. This should be seen as both a strength and an 
opportunity within regional Australia. However they all share the need to have these three 
issues addressed more clearly. The OECD framework gives priority to the process of 
entrepreneurial discovery, precisely because it places the onus of policy formation on those 
who know a particular region, and have a deeply personal investment in its future. The 
question is whether this kind of process can identify opportunities and develop strategies, 
sufficient to challenge dependence on others’ booms or busts. What is the potential for 
Australian regions to shape their own ‘booms’, and mitigate the risks of ‘busts’? Can they 
take control and shape their own activities and futures, rather than measuring themselves 
against others?
Conclusion
What would the peripheral regions be like if they became the focus of value adding, rather 
than only extraction? How might public policy encourage and support this? The ambition would 
be for strong regional economies and socially sustainable communities which offered citizens 
decent livelihoods, safe places appropriate social infrastructure, vibrant civic networks, 
and engaged regional governance (Cuthill, 2010). This is more than localism, as it encourages 
a focus on place as part of a global environment, rather than in spite of it. 
Primary production would be the foundation of their activities, with more place-based 
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secondary production, more sensitivity to the nature and value of local knowledge, and the 
terms on which it could be made available. Local activities would link with global value 
chains, contributing a range of products and services. Public investment would enable a civic 
infrastructure that supported social cohesion and environmentally balanced occupation. 
Public policy would facilitate investment and frame the conditions for innovation to enable 
regional stakeholders to produce goods and services from local primary production that would 
be competitive in multiple global value chains. People would move from, to and through 
country Australia, on their terms rather than those imposed by internationally controlled 
markets.
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Figure 1: 
Where is the balance point in local economy between efficiency and providing livelihoods?
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